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FRENCH ECONOMIC INDICATORS 


1978 


1979 


% Change From 


1980 Previous Year 


The Billions of 1978 Dollars Unless Otherwise Indicated 


INCOME, PRODUCTIONS, EMPLOYMENT 


Gross Domestic 
Product 
GDP at Constant (1970) 
Prices 
Per Capital GDP 
(Dollars) 
Per Capital GDP 
(1970 Dollars) 
Gross Capital 
Formation ex Housing 
Gross Capital Form- 
ation ex Housing (1970 
Dollars) 
Disposable Income 
Disposable Income per 
Capital (Dollars) 
Industrial Production 
(1970=100) 
Labor Productivity 
(% Change) 
Umployment Rate 
Labor Force (millions) 
Average Industrial 
Wage (tChange) 


MONEY AND PRICES 

Money Supply 

Bond Interest Rate 

Wholesales Price 
(1962=100) 

Retail Price 
(1970=100) 


473.1 

193.9 
8,870 
3,640 

68.7 


+3.5 
5.3 
22.8 
12.6 
249.3 
9.40 
262.7 


207.8 


TRADE AND BALANCE OF PAYMENTS 


Exports FOB 

Imports FOB 

B/P Current Account 
Balance 

Gold and Foreign 
Exchange Reserves 

U.S. Share of French 
Imports (CIF)' 

U.S. Share of French 
Exports (FOB). 

Book Value of Investment 


FOOTNOTES : 


79.3 
78.7 


+3.7 
13.6 


7.3 


5.7 
6.8 


538.9 
200.0 
10,080 
3,740 
77.9 
29.1 
399.5 
7,470 
135 
+2.5( 
6.1 
23.1 


13.7 


285.2 


12.44 


292.8 
232.3 
94.9 
97.1 
1.5 
21.0 
7.6 
4.8 


603.3 

205.2 
11,230 
3,820 

nea 

na 

446.6 
8,320 


na 
11.8 


11.4 
135 (Feb) 3.1 
lst Half) na 
6.4 (Apr) 
23.3 
na 
278.0 (Jan) 13.2 
13.99(Feb) 
303.8 (Mar) 11.1 
242.1 (Mar) 13.7 
27.0 (80 I) 21.1 
31.0 (80 I) 37.6 
na : 
23.6 (Feb) 
7.8 (80 I) 


4.3 (80 I) 


1 fhe 1979 National Account Figures are provisional figures, the | 
1980 figures are estimates for the full year. 


2 In order to assure comparability for the years 1978-80, franc 
figures for GNP, Investment and Money Supply for all years have been 
converted into dollars at 4.51F per dollar. For the constant price 
series, the exchange rate used is for 1970 dollars which was 5.50F. 
Figures in the balance of payments sections have been converted from 
francs into dollars at the rates prevailing during the period in 


question. 
3. Wot including construction 


4. Labor productivity outside the farm and financial sectors 


5. The component is revalued every 6 months, and gold is valued at 


42.2$ per ounce. 
6. WNew series starting January 1980 


7. Based on French customs statistics 





SUMMARY 


France was initially able to absorb the impact of the latest wave of 
oil price increases relatively better than many others due to the 
beneficial results produced by Prime Minister Barre's economic 
stabilization program. However, the direct and indirect effects of 
the oil price increases are now beginning to be fully felt. 
Inflationary expectations stimulated demand within France and among 
its trading partners, with the result that consumption was 
maintained and inventory accumulation stimulated. Thus, the 
relatively buoyant growth seen in the French economy starting in the 
second half of 1979, and which resulted in annual 1979 growth of 3.2 
percent has continued at a somewhat slower pace into 1980. A 
leveling off is expected probably in the third quarter, and growth 
for 1980 should be around 2 percent, below the French government's 
2.5 percent forecast. Growth may turn out to be more rapid, due to 
the usual softening of policy that is likely to occur with the 
approach of the April 1981 Presidential elections. 


Prices should increase slightly from 1979's 11.8 percent to around 


12.5 percent. Wage rates, rising at a 13.8 percent annual rate at 
the end of 1979, should rise at a somewhat higher rate in 1980. 
Unemployment, which rose to 6.4 percent in April 1980, continues to 
be a major economic and political problem and will continue to 
increase. The balance of payments on current accounts is being 
pushed into substantial deficit of at least $5 billion according to 
Prime Minister Barre, due almost entirely to the increased oil bill, 
although the deterioration will not be as much as the size of the 
increased cost of oil. In spite of the deficit, the franc remains 
remarkably strong and stable, and has been at the top of the 
European Monetary System for the last several months and has 
maintained a close relationship to the deutschemark. 


Growth prospects for French industry remain mixed. The capital 
goods sector generally appears good, with particularly strong 
performance from the aeronautics, data processing, and computer and 
electronics industries. Production of passenger cars and service 
vehicles increased 3 percent in 1979, and after a winter slowdown, 
orders are strong with exports up 5 percent in the first quarter. 
After three successive years of decline, steel production has 
increased, but the outlook for the textiles and shipbuilding 
industries is still poor. 


U.S. exports to France increased 28 percent in 1979 to $8.1 billion 
and should continue to grow rapidly. The most promising areas are 
computers and related equipment, electronic components, laboratory 
and scientific instruments, business and aviation equipment, among 
other items. 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


Early 1980: Higher Growth than Expected. France was initially able 


to absorb the latest wave of significant oil price increases, which 
began in late 1978, relatively better than many other countries. 

The reason was Prime Minister Raymond EBarre's economic stabilization 
program which, by the end of 1978 produced a balance-of-payment 
surplus, stable franc and reduced inflation rate. It also helped to 
mitigate the impact of the direct and indirect effects of rapidly 
increasing energy prices on the domestic price level and the balance 
of payments in the last eighteen months. Nevertheless, it was only 
a matter of time before the trend toward a decelerating inflation 
rate was reversed and the oil bill was fully reflected in the import 
bill. Thus, the oil bill will rise some 60 percent in 1980, while 
wage rates are now increasing somewhat more rapidly than last year 
and the general price rise is now expected to be about 12 percent 
compared to 10 percent in 1978. 


At the outset, new inflationary expectations stimulated demand 
within both France and its European Economic Community trading 
partners and this development maintained consumption and stimulated 
inventory accumulation. The relatively buoyant growth that 
characterized the French economy beginning the third quarter of 1979 
has continued at a slower pace into 1980. Second, according to the 
National Statistical Institute (INSEE), favorable structural change 
in the business sector has been taking place since the first major 
oil price increases in 1974. This adjustment process has been 
helped along considerably by selective liberalizing policies put 
into place by Prime Minister Barre, particularly the ending of most 
types of commercial price controls. The momentum thus created and 
the generally good financial position of the business sector should 
keep investment growing through most of 1980. 


After the boost in the second half of last year, overall economic 
growth ended up around 3.2 percent. In 1980, economic activity has 
continued to increase slowly but steadily, with particular strength 
in most branches of the capital goods sector. A leveling-off is 
expected, probably in the third quarter. The Paris Chamber of Trade 
and Industry is now forecasting a second-half slowdown, particularly 
in retail sales, housing starts and the automobile industry. The 
French government's 1980 GDP forecast, recently reiterated by Prime 
Minister Barre, is 2.5 percent, although it appears that growth may 
be lower, in the area of 2 percent. This implies that during the 
third quarter there will be a drop in the rate of increase for 
almost all sectors, with fourth quarter 1980 growth only marginally 
above that of the last quarter in 1979. This outlook assumes no 
change in government fiscal and monetary policy. To the extent that 
policy softens with the approach of the Presidential elections in 
April 1981, growth may turn out to be more rapid. 





Surveys of both business leaders and consumers currently show 
growing pessimism about the outlook for the economy. Increased 
tightness of credit also darkens the outlook over the next few 
quarters. It should be noted, however, that while businesses have 
generally projected an overall outlook of increasing uncertainty 
over the course of the last year, those surveyed also tend to view 
their own businesses as reasonably strong, especially their 
financial situation. 


Price performance, which had begun to trend downward in late 1978 
from the 9-10 percent range, was given an upward boost by 1979 and 
anticipated 1980 energy price increases. In addition, possibly on 
the basis of the late 1979 increase in activity, industrial prices 
rose significantly in the first quarter of 1980, and there are 
indications that food prices are about to accelerate. However, the 
overall cost of living, which rose to 11.8 percent over the course 
of 1979, should only increase in 1980 to around 12.5 percent. Wage 
rates, which were rising at a 13.8 percent annual rate at the end of 
1979, should rise at a somewhat higher rate in 1980, but the 
government continues to try to moderate real wage increases by 
stressing to employers that salary rises should not exceed the 
cost-of-living increase. 


Unemployment continues to be a major economic and political problem, 
having risen from 4.5 percent in 1976 to 6.4 percent in April 1980. 
Relatively rapid productivity growth and numerous entrants into the 
work force currently require a 3-4 percent GDP growth rate to reduce 
unemployment. INSEE believes this trend will last until 1985 when 
labor force growth is expected to fall off, due to the decreasing 
number of young people entering the labor force. The productivity 
trend is in part a function of new official willingness to allow 
companies to discharge workers. 


The balance of payments on current account, after maintaining a 
moderate surplus in 1979 of $1.5 billion, is being pushed into a 
substantial expected deficit for 1980 of at least $5 billion, 
according to remarks made by Prime Minister Barre. This was due 
almost entirely to the increased oil bill, as most of the 1979 price 
increase effects will be absorbed in 1980. However, the 
deterioration will not be by as much as the size of the increased 
cost of oil, despite a continued slight increase in domestic demand, 
because French exports should grow at least as rapidly as world 
trade, and the terms of trade (excluding energy) should move in 
France's favor. 





In spite of the balance-of-payment deficit, the intractability of 
inflation and the continuing unemployment problem, the franc has 
remained remarkably strong and stable and, in the 18 months since 
the currency relationships involving the European Monetary System 
began, has maintained a close relationship to the deutschemark. 

This has been achieved through a combination of keeping money market 
rates high enough to avoid speculation against the franc, confidence 
in Prime Minister Barre and his economic policies, and a relatively 
good economic outlook compared to some other EMS members. As a 
consequence, there have been significant capital inflows over the 
last six months which have kept the franc strong and increased 
reserves, even when large trade deficits were being recorded each 
month. 


The money supply (M2) has continued to expand above its target 
level. In 1979, actual monetary growth was 14.3 percent, compared 
to the 11 percent target. For 1980, it is likely that the same 11 
percent target will be overshot, in spite of the government's 
efforts to tighten credit in the early part of the year. It seems 
likely that there could be some loosening of credit during the 
second half of the year as economic activity begins to slow. 


Sectoral Performance: Outlook is Cautious. With overall prospects 
for growth lower than in 1979, the outlook in most sectors is 
cautious -- even where first quarter results show considerable 
strength. Current prospects for the capital goods sector appear 
good, overall, according to the latest industrial surveys. 
Production continues to grow in all areas, with aircraft, electronic 
construction, data processing and computer industries registering 
the best performance, with overall order levels high. 


The aeronautics industry is doing particularly well. Production in 
the industry increased 5 percent last year and a similar result is 
expected for 1980. Demand for the Airbus and Mirage fighter is 
strong and major investments in new capacity are planned. 


Sales in the indigenous computer industry grew about 15 percent in 
value annually from 1976 through 1979. The outlook for 1980 and 
beyond remains strong as annual domestic consumption is expected to 
increase by 15 percent in value and over 20 percent in volume for 
the next 5 years. Production and demand for electronic instruments 
-- both process control and measuring instruments -- was strong in 
1979. At the end of the first quarter of 1980, inventories of this 
type of equipment were low and order books were full. The 
telecommunications industry is facing some short-term difficulties 
as the French government completes its program of expansion and 
begins to emphasize investment in equipment for new 
telephone-related services such as telecopiers and subscriber 
terminals linked to computers. Difficulties have already surfaced 
in the first quarter of 1980 as increased export sales of more 
traditional equipment have failed to compensate for the decline in 
French government orders. 





Growth in chemical production was 8 percent in 1979, with 
particularly strong results in organic chemicals and para-chemicals 
(10 percent) and moderate results for mineral chemicals and 
pharmaceuticals (4 percent). Demand for the first quarter has 
remained strong, though not at the high level of last year. 
Nonetheless, the industry is closely watching end-user inventories 
for signs that current demand is based on precautionary buying. 
Producers have been concerned that the rising price of naphtha and 
increased foreign competition (especially American) could cut growth 
this year to as low as 2 percent. 


Production of passenger cars and service vehicles increased 3 
percent last year to 3.6 million units, of which about half is 
exported. Output was off slightly in December and the first two 
months of 1980, down to about 13,000 units per day compared to 
14,700 in November. Production levels improved in March and orders 
are strong with exports up 5 percent for the first quarter. Despite 
the improvement, the industry continued to fear that slower real 
income growth and rising fuel prices will cause a significant 
down-swing in demand later this year. 


Sales of household appliances were up 7 percent in 1979, but 
production increased only 3 percent. Although production growth has 


continued at this pace through the first quarter, the industry is 
apprehensive about 1980 as a whole. It claims that order books are 
not as full as last year and imports -- up 25 percent last year -- 
are making steady inroads. 


Despite a modest rise during the second half, production growth in 
the mechanical construction industry was only 1.5 - 2 percent last 
year. Within the sector, however, machine tools enjoyed exceptional 
success with growth between 7 and 8 percent. The performance of 
precision equipment has also been better than average, especially in 
measuring instruments and medical equipment. During the first 
quarter, these products and equipment destined for the food, 
plastic, and paper industries have been the better performers. The 
industry is predicting a slowdown during the second half as 
investment activity is curtailed. 


The transportation sector did well in 1979, with overall growth of 
about 5 percent. Distribution of activity among subsectors (in 
billions of tons per kilometer) was roughly 95.3 for trucking, 70.6 
for rail and 11.7 for water transport. The trucking industry, which 
enjoyed a 7 percent increase in activity in 1979, had a good first 
quarter with 5 percent growth. Rail transport during the first 
quarter was up about 4.5 percent over the same period last year, 
despite an 8-day strike in January. 





Energy consumption in France increased 2.7 percent during 1979 from 
184.5 to 189.5 million tons oil equivalent, Consumption of petroleum 
in 1979 was about the same as in 1978, declining 0.5 percent to 
108.2 million tons; the decrease since 1973 has been 7.5 percent. A 
significant portion of oil imports went to replenish depleted 
stocks. In 1979 consumption of natural gas increased 11.5 percent 
and consumption of nuclear power was up 29.5 percent. The 
distribution of consumption by type of energy is roughly: Coal, 
17.9 percent; petroleum 57.0 percent; natural gas, 12.2 percent; 
nuclear, 4.4 percent; and hydraulic, 8.3 percent. 


After three successive years of decline, production of steel 
increased 2 percent in 1979. The first quarter results were more 
positive with an 11 percent increase over the same period last 
year. The textile industry has been in a decided slump since the 
first quarter of last year, 1979. 


Although consumption increased by 3 percent last year, production 
was up only 1 percent. The outlook for this year is for no growth 
at all. The shipping industry is still in a recession. Production 
dropped 25 percent in 1979. A further decline of 15 percent is 
expected this year. 


Trade and Industrial Policy. The French government is basically 
committed to a liberal world trading system. On most trade policy 


matters, French positions are developed within the European 
community which represents all nine member states. France, in that 
context, has now signed the Tokyo Round GATT tariff reductions and 
other codes. In the face of depressed sectors (textile and 
shipbuilding are recent examples), the French government has taken 
protective countermeasures, generally -- but not always -- in 
concert with the EEC. In the case of steel, the government took the 
initiative to restructure a weakened industry in line with an agreed 
EEC position. There are other examples of the government protecting 
French industry, particularly in the computer/electronics and 
automobile industries and some areas of agriculture. 


Investment Climate. The present French government is fairly open to 
foreign investment, particularly in depressed or less developed 
geographical areas where job creation is desired. Investment 
incentives are sometimes available in such cases. However, there 
are few general guidelines and decisions on investment applications 
are being taken on a case-by-case basis, as was stated recently by 
representatives of the Ministries of Economy and Industry at an 
American Chamber of Commerce seminar. Foreign investment is watched 
particularly closely in a few “strategic” sectors where the 
government tries to foster an indigenous French capability, but 
numerous other industries seem also to be under surveillance. There 
is sometimes considerable uncertainty and delay as to whether 
individual applications will be approved or not. Nevertheless, a 
large number of U.S. firms have invested in France and continue to 
do so, and the great majority are satisfied with the results. 





B. IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to France increased 28 percent last year from 26.9 to 

34.4 billion francs (or $8.1 billion). The table below sets forth 

the level of U.S. exports in 1978 and 1979 for products where growth 

was particularly strong. Figures in the first two columns are in 

ee of francs. The third column shows the percent increase in 
7 7. 


Product 1978 1979 Percent Change 


Chemicals 451 635 40 
Rubber (natural and 
synthetic) 209 330 58 

Artificial and 

synthetic fibers and 

textiles 150 263 75 
Natural fiber textiles 

and madeup articles 43 95 119 
Basic metals 470 766 63 
Motors and engines 1328 2083 57 
Aircraft and parts 1337 2400 79 
Electrical equipment 2358 2799 19 
Instruments 1731 2103 21 


U.S. exports to France should continue to grow rapidly. The most 
frequently cited U.S. competitive advantage in manufactured goods 
has been quality and technical sophistication. The fall in the 
value of the dollar in the past year and a half, and the lower cost 
of labor in the U.S. relative to France and other important 
third-country competitors, are opening markets here for more 
ordinary manufactured products. The Embassy recently identified 
products which we believe have particularly strong prospects for 
increased sales in France. These include computers and peripheral 
equipment, printing and graphic arts equipment, sporting goods, 
electronic components, health care equipment, process control 
instruments, automobile accessories, tools and parts, laboratory and 
scientific instruments, and avionics equipment. The above list 
certainly does not exhaust the good possibilities for U.S. exporters. 
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research 
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INDEX TO FOREIGN MARKET REPORTS 
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Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
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are received and indexed each month. 


Annual subscription for 12 issues of the 
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For additional information 
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U.S. Department of 
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St. Louis, 63105, 120 S. Central 
Ave. (314) 425-3302. 


Salt Lake City, 84138, 1203 Federal 
Bldg., 125 S. State St. (801) 524-5116. 


San Francisco, 94102, Federal Bidg., 


* Box 36013, 450 Golden Gate Ave., 


(415) 556-5860. 


San Juan, P.R., 00918, Room 659, 
Federal Bldg., Chardon Ave. (809) 
753-4555. 


Savannah, 31402, 222 U.S. Court- 
house, P.O. Box 9746, 125-29 Bull 
St. (912) 232-4321, Ext. 204. 


Seattle, 98109, 706 Lake Union 


Bidg., 1700 Westlake Ave. North 
(206) 442-5615. 





